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SUBJECT: INCREASE IN AUSTRIAN MOTOR VEHICLE TAXES 
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1 . WHILE THE STARIB ACHER LETTER SETOUT IN REFAIR DOES NOT 
GO AS FAR AS TO STATE THAT THE U.S. DOES NOT HAVE ANY 
RIGHTS UNDER GATT ARTICLE XXVIII AS A RESULT OE THE 
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PROPOSED INCREASE IN AUSTRIAN VEHICLE TAXES, WE ARE 
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SURPRISED AT STARIBACHER'S SUGGESTION THAT IT IS UNCLEAR 
WHETHER THE U.S. HAS A RIGHT TO COMPENSATION UNDER ARTICLE 
XXVIII. STARIBACHER SEEMS TO BE SUGGESTING THAT THE 
ADDITIONAL VEHICLE TAX, MERELY BECAUSE IT HAS A NEW 
NAME (FEDERAL MOTOR VEHICLE TAX), IS NOT RELATED TO THE 
VEHICLE TAX IN EFEECT WHEN THE U.S. AND AUSTRIA NEGOTIATED 
THIS CONCESSION, AND THAT IN ANY EVENT THE NEW TAX DOES NOT 
RUN COUNTER TO AUSTRIA'S OBLIGATIONS UNDER THE 1967 
EXCHANGE OF NOTES (TIAS 6426) AS PART OP THE KENNEDY ROUND 
TO MAINTAIN THE RELATIONSHIP AMONG THE VEHICLE TAX RATES 
OP DIPFERENT CLASSES OP CYLINDER CAPACITY. 

2. WE UNDERSTAND THE INTENT OP BOTH PARTIES WHO 
NEGOTIATED THIS AUSTRIAN COMMITMENT TO BE TO FREEZE THE 
RELATIONSHIP OP AUSTRIAN VEHICLE TAXES WITHOUT REGARD TO 
HOW THE TAXES ORIGINATED. THIS VIEW IS SUPPORTED BY THE 
LANGUAGE OF THE NOTES EXCHANGED WHICH STATE THAT AUSTRIA 
SHALL NOT "CHANGE THE RELATIONSHIP AMONG THE TAX RATES 
SETOUT ABOVE". IF THE GOA HAD WISHED TO LIMIT ITS 
COMMITMENT TO THE INDIVIDUAL VEHICLE TAX IN EFEECT AT THE 
TIME INSTEAD OP LIMITING ITS PREEDOM OP ADJUSTING THE 
GENERAL LEVEL OP VEHICLE TAXES, IT WOULD LOGICALLY HAVE 
INSISTED IN ITS NOTE ON A SPECIPIC REPERENCE TO THE THEN 
EXISTING MOTOR VEHICLE TAX. THIS WAS NOT DONE. THE ONLY 
REFERENCE TO THE VEHICLETAX THEN EXISTING WAS IN TERMS OP 
DEPINING THE RELATIONSHIP OP THE TAX RATES. FURTHER, AN 
INTERPRETATION LIMITING THE AUSTRIAN COMMITMENT TO AN 
INDIVIDUAL VEHICLE TAX RATHER THAN TO THE RELATIVE BURDEN 
OP ALL VEHICLE TAXES WOULD HAVE BEEN INCONSISTENT WITH THE 
PARTIES MUTUAL INTENTION TO NEGOTIATE RECIPROCAL BINDING 
CONCESSIONS. THE AUSTRIAN CONCESSION WOULD HAVE BEEN 
ENTIRELY ILLUSORY IF IT COULD HAVE BEEN COMPLETELY NEGATED 
BY THE IMMEDIATE ADOPTION OF A NEW VEHICLE TAX ALTER THE 
NEGOTIATIONS WERE CONCLUDED. THE PRIMARY U.S. INTEREST 
WAS AT THE TIME AND CONTINUES TO BE THE RELATIVE BURDEN 
(I.E. THE RELATIONSHIP) OP VEHICLE TAXES. NEITHER THE 

NAMES OP THE TAXES INVOLVED NOR THE BENEPICIARIES OP THE 
REVENUES DERIVED (THESE ARE APPARENTLY THE ONLY PACTORS 
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WHICH DISTINGUISH THE OLD TAX FROM THE NEW FEDERAL MOTOR 
VEHICLE TAX) ARE REALLY RELEVANT. 

3. FINALLY, WE DO NOT FIND THE LANGUAGE IN THE NOTES THAT 
AUSTRIA "DOES NOT CONSIDER THIS MEASURE AS BINDING ITS 
AUTONOMY IN THE FIELD OF INTERNAL TAXATION " INCONSISTENT 
WITH OUR POSITION. FIRST, IT WAS UNDERSTOOD BY BOTH SIDES 
AT THE TIME OF THE NEGOTIATION THAT AUSTRIA COULD MODIFY 
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THE VEHICLE TAXES, PROVIDED THE RELATIONSHIP AMONG THEM 
DID NOT CHANGE. SECOND, IMMEDIATELY FOLLOWING THE ABOVE 
QUOTED PHRASE, THE TEXT STATES: "IE HOWEVER, SUCH A 
CLAIM IS DEEMED TO BE NECESSARY AND IS IN FACT MADE, THE 
AUSTRIAN GOVERNMENT SHALL ENTER INTO NEGOTIATIONS IN 
ACCORDANCE WITH THE PRINCIPLES OF GATT ARTICLE XXVIII." 
CLEARLY THE TEXT UNDERSCORES THE OBLIGATION THAT WOULD BE 
INVOLVED SHOULD AUSTRIA WISH TO MAKE CHANGES IN ITS 
INTERNAL TAXATION WHICH WOULD ALTER THE RELATIONSHIP OF 
THE VEHICLE TAXES. AUSTRIA IS FREE TO TAKE THIS ACTION 

PROVIDED IT NEGOTIATES WITH THE US ON ADEQUATE COMPENSATION 
PURSUANT TO ARTICLE XXVIII OF THE GATT. 


4. DRAWING ON THE ABOVE EMBASSY IS REQUESTED TO BRING 
THIS MATTER TO THE ATTENTION OF GOA OFFICIALS AT AN EARLY 
DATE AND TO SEEK ASSURANCE FROM GOA THAT IT IS PREPARED 
TO NEGOTIATE WITH THE U.S. ON COMPENSATORY CONCESSIONS 
UNDER GATT ARTICLE XXVIII AS SETOUT IN THE EXCHANGE OF 
NOTES. KISSINGER 
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